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THE NEWSLETTER FOR THE AICPA PERSONAL FINANCIAL PLANNING DIVISION
A newly developed information handbook for

APFS Examination Date
Approaches
Nearly 300 CPAs in thirty-four states and the

APFS candidates will be sent to applicants in Au
gust or early September. It will include background
information about the program as well as sample
examination questions and tips for taking the writ

District of Columbia hold the Accredited Personal
Financial Specialist designation. The PFP Division

ten examination.

will sponsor a networking meeting for them in con
junction with its PFP Technical Conference in West
Palm Beach, Florida, on January 8 and 9, 1990. A

The requirements for qualifying for the APFS
designation include—
■ AICPA membership.

booklet describing the significance of the APFS
designation is being developed for PFP specialists
to distribute to their clients and others.

■ A valid CPA certificate.
■ At least 250 hours of PFP experience a year for each of the
three years immediately preceding the application. The expe

The annual APFS examination will be held on
the last Friday in September, unless that day is a

■ A written statement of intent to comply with all the require

holiday. The 1989 exam will be held on September

rience must include each of six planning areas.

ments for reaccreditation.
■ Successful completion of a written examination.

22 at various regional sites. State societies inter
ested in providing examination sites should contact

After passing the examination, candidates must

Charles Rhuda, AICPA staff for the APFS pro

submit six references that substantiate their PFP

gram, at (212) 575-6497.
To obtain an application package from the

experience.
PFP specialists have annual reaccreditation re

AICPA Examinations Division, call (212) 575-3860.

quirements that include completion of a PFP prac

The May 1989 update to the PFP Manual contains
the entire APFS application package, including an

tice review questionnaire. The questionnaire helps

application form and the examination content out

specialists evaluate whether their PFP services
comply with professional standards and sugges

line. It is an appendix to unit 1 in the Manual. Appli

tions in practice aids. A copy of the questionnaire is

cations should be received by the Examinations
Division at least fifteen days before the examina

included in the APFS material in the PFP Manual.
The application fee for the APFS program is

tion date.

$300 and the annual reaccreditation fee is $150.
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THE PLANNER
PFP Only—How to Make It
Happen

services he was offering. They were individuals in
their 30s and 40s who had a sudden infusion of
wealth—such as entrepreneurs taking their com

Some practitioners, like Dirk Edwards of
Edwards & Meyers in Portland, Oregon, find
that helping individuals achieve their financial goals

panies public or estate beneficiaries. Those indi
viduals would have many new planning issues,
such as tax planning, investment planning, and es
tate planning.

is particularly satisfying professionally. Clients
have a real need for PFP services. In addition,

To locate these clients, Dirk established rela

planning fosters a unique relationship between the
client and the CPA, built on trust and an under

tionships with local and national underwriters and
explained what his firm could do for individuals.

standing of the client’s needs and financial goals.
Successful planning creates secure, long-term

The underwriters were glad to refer clients to pro
fessionals who dealt with the overall financial

client relationships.
Eight years ago Dirk made a conscious deci

needs of individuals, because the underwriters’ ex
pertise and focus was on the corporation.

sion to limit his practice to providing on-going finan
cial services to individuals. A key feature of the
service would be the significant amount of time
spent interacting with the client. Although he

Dirk also met with estate planning attorneys
and bank trust officers, both to develop a list of

wasn’t using the title eight years ago, Dirk now calls

professionals.

his service comprehensive personal financial
planning.

Screening Clients

professionals to whom he could refer clients and to
explain his services for future referrals from the

By now it’s probably obvious that Dirk won’t

How to Convert to a Full-Time PFP Practice
Limiting the practice to financial planning and

related services required two disciplines—retain
ing only potential PFP clients and identifying and
obtaining new planning clients.

Dirk reviewed the firm’s files to identify clients
with whom he had a strong professional relation
ship or could develop one and who had sufficient

accept just any client. He uses a screening pro
cess to determine whether—

■ The client wants a continuing relationship or a quick fix
■ The client has the resources to benefit from and afford finan
cial planning
■ He and the client will be comfortable working together
The screening process consists of a one- to
two-hour orientation session in which Dirk learns

resources to benefit from and afford planning

about the client, his financial concerns and expec

services. He retained only 50 percent of his exist
ing client base and focused immediately on their

tations. In addition, Dirk explains the planning pro

planning needs, initiating services to work with
them on particular aspects of their financial situa

Dirk doesn’t charge for the introductory ses
sion. He turns down 10 to 15 percent of the new

tion. He helped them develop budgets, planned
their retirement funding, reviewed their insurance

clients because he foresees problems working

coverage, and, with their approval, arranged and
attended meetings with them and their other pro
fessional advisers, such as attorneys to draw up

cess in relation to the client’s needs.

with them in the planning process or they’re not
committed to a long-term approach.

If the engagement will continue, he schedules a
second session two weeks later for the client and

wills and insurance agents to discuss gaps in
coverage.

the client’s spouse. They bring a set of completed

To expand his PFP client base, he developed a

are reviewed in detail. Together they try to reach

profile of people who could most benefit from the

conclusions about the clients’ financial objectives,

data-gathering forms to that meeting. The forms
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As part of the firm’s commitment to an ongoing
planning process, quarterly updates are prepared.
Each year the client’s financial statement is revised
and tax planning is reviewed. The firm prepares

most clients' tax returns. Every two to three years
the plan is examined closely to make sure that the
underlying assumptions that went into the original
document are still valid.
A written action list and timeline are included at
the back of each plan and every written document
the firm prepares for clients. Tasks are assigned to
various individuals and at each session these ac
Dirk L Edwards,
CPA/APFS, a member
of the PFP Practice
Subcommittee and
partner, Edwards &
Meyers in Portland,
Oregon.

tion lists are reviewed. To help clients in implement
ing their plans, the action list is entered into the
firm’s database. A reminder, or tickler system, is

used to encourage clients to take some action.
Dirk believes the planner has a responsibility to

make sure the client implements the plan. The cli
ent doesn’t have to agree with the planner, but that
should be discussed and the action list revised

which may be goals funding, budgeting, retire
ment, dealing with sudden wealth, and so forth.
If all parties agree to proceed with the engage

ment, Dirk uses the data-gathering forms and
meeting notes to prepare a work program, budget,

and engagement letter. He reviews their overall sit

uation and builds a program tailored to meet their
needs. The firm’s fees range from $5,000 to

$20,000 for the initial engagement. If the client de
cides not to continue the engagement after the
first two meetings, there is no fee.
Although Dirk doesn’t charge for these meet

ings, they are invaluable to the profitability of the
practice. Dirk and the client can spend time getting
to know each other. Since the financial planning
process continues over many years, it is important

that all parties feel comfortable with each other’s
style and get along well together. If it is not a good

accordingly. If a client continues to take no action,

the firm ends the engagement.

The Results
Admittedly Dirk had a big advantage in begin
ning his planning-only practice, an existing client
base. But, with creativity and energy, he managed
to drop 50 percent of his clients and generate
enough planning business from the remaining 50
percent to avoid a serious loss of cash flow. He now
has a national client base, with about 30 percent of
his clients outside of Oregon. That requires some

travel, but he has never regretted the decision to

refocus his practice.

PFP Educational Program for
CPAs

match, it is better to discover that as soon as possi

Learn what PFP is and obtain the technical

ble. Evidence of the effectiveness of the screening

background needed to offer PFP services to cli

process is that the firm experiences virtually no

ents. CPAs no longer have to develop their PFP
skills over a long period of piecemeal training. An

billing problems or fee resistance.

Ongoing Services

integrated series of seminars, the PFP Certificate
of Educational Achievement Program, is offered

After about six weeks, the firm delivers the
plan document. Dirk insists that the client read

through state societies. The program, which is in its
third year, is designed to give CPAs an intermediate

through the material. Several weeks later Dirk
questions the client about the plan to see if it was

level of knowledge in the technical areas of PFP,as
well as practice management and marketing infor

read and understood. Once the written plan is de

mation needed to provide PFP services to clients.
The series of seven courses begins with an
introductory course, Adding PFP to Your Practice,

livered, phase II of the process begins. The client
understands that additional work incurs more
fees.

Continued on following page
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that presents issues to consider in deciding
whether to offer PFP services, as well as training in
the PFP process and the management and mar
keting of PFP services. The remaining courses
teach retirement planning, risk management and
insurance, income and estate tax planning, invest

ment planning, communications and goal setting,
and case studies.
Four of the courses have written objective
tests. Participants completing all seven courses

receive a Certificate of Educational Achievement
in Personal Financial Planning. To receive a bro

chure explaining the program in detail, contact your

state society or call the AICPA at 800-242-7269
(in New York call 212-575-5696).

of their recommendations ineffective—such as
using single premium whole life policies as funding
vehicles.
A helpful section describes how to convert un
derperforming policies into more effective prod
ucts by using tax-free 1035 exchanges. They note

that 1035 exchanges may be advantageous to the
insured, but are generally not to the agent or the
insurer; consequently, the client may need the CPA
to help identify the opportunity, obtain the needed

product information, and persevere with the paper
work.
Explanations and considerations are provided
for using life insurance investment products to ac

complish the following objectives: Key-person life
insurance, salary continuation plans, deferred
compensation plans, bailouts from minimum

deposit policies, and split dollar and reverse split
dollar arrangements.

Book Review

A list of companies offering no load and low
load insurance is included. The authors explain how

The Life Insurance Investment
Advisor by Ben G. Baldwin and William G. Droms

to compare those policies with commission prod
ucts to obtain the best value.

In The Life Insurance Investment Advisor (Pro
bus Publishing Company), Ben Baldwin, author of

Selecting the policy begins with selecting the

the CEA program course on risk management, and

insurer—a company with financial strength and in
tegrity. They recommend selecting a company

William Droms have distilled a complex subject into

with an A or A+ rating from A.M. Best and Com

a readable, well organized book. They explain and

pany. A free list of 113 companies with consistently

analyze the pros and cons of various life insurance
and annuity products on the market today. Re

superior performance is available from Joseph

sources such as evaluation lists and financial analy
sis worksheets, as well as company-selection

Belth’s publication, The Insurance Forum. To ob
tain a copy, send a stamped, self-addressed en
velop to The Insurance Forum, R O. Box 245,

criteria, provide readers with the tools to evaluate

Elletsville, IN 47429, and request the list from the

the investment element in new products and make
decisions about product selection.

October 1986 issue. A company’s annual report
should be reviewed to get an update on perform

They emphasize that, for individuals who need

ance since the ratings were developed. Other se

additional life insurance, life insurance investment
products provide an attractive bonus—the oppor

lection criteria include the diversity of products
available to meet the client’s current and future

tunity to accumulate significant amounts of taxdeferred income. The authors illustrate planning

life insurance needs, the company’s service, and
the intelligence and personal integrity of the
salesperson.

strategies that tap the accumulated cash buildup
without incurring tax, using features such as the
tax-free withdrawal of basis and loans with low in
terest or no net interest. They describe how to use

such policies to accumulate emergency funds and
education and retirement funds.

They illustrate how variable-universal insur
ance, with its flexibility in premiums, death bene
fits, and investment vehicles, can be used to ac
complish financial planning objectives throughout
the life cycle of a typical client.
The authors are preparing a supplement to the
book because 1988 tax law changes make some

Explanations and worksheets for all standard
methods of developing comparisons of product
cost are provided, including a comprehensive 11step method, the Baldwin System. In the May 1989

issue of The Journal of Accountancy, Baldwin and
Droms explain a spreadsheet method for determin
ing the internal rate of return of life insurance in

vestment products. A copy of a Lotus template
that automates that spreadsheet may be obtained
at cost from William G. Droms, Georgetown Univer
sity, School of Business Administration, Wash
ington, D.C. 20057(202-687-3820).
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Value Averaging: Buy Low,
Sell High_________________________________

value averaging, the investor determines the value
of the shares on hand and then buys or sells shares

Value averaging is a useful investment strategy

as necessary to reach the targeted value for the
month. Investors using dollar cost averaging invest
a fixed amount each month. Both strategies are
illustrated below.
Like dollar cost averaging, value averaging re

that forces investors to "buy low, sell high.” Ac
cording to Michael E. Edleson in the August 1988

sults in a lower average share price because more
shares are acquired when stock prices are low.

issue of the AAII Journal (pages 11 to 14), value
averaging usually results in lower average share

Value averaging, however, also provides sell signals
when the investment’s total appreciation in the

costs and higher average annual returns than dollar
cost averaging if transaction costs—sales charges
and taxes— are ignored. In some situations, such

period exceeds the targeted increase in the value
of the investment for that period, as occurred in
the illustration in August and September. Thus, in

as when IRA accounts are funded with mutual

vestors using value averaging buy low and sell high.
Investors using value averaging who want to
invest a fixed amount each month can use a family

By James A. Shambo, CPA/APFS, Chairman of the PFP Task Force of
the Specialization Accreditation Board and Partner, Sanden,
Shambo & Anderson, Colorado Springs, Colorado.

funds that have no sales charges, transaction
costs are not a concern. Also, as explained below,
the method can be modified if transaction costs
are a problem.

of funds. They can put the amount not invested in

the stock fund, as well as the proceeds from stock

Investors using value averaging increase the

sold, into a money market fund. It would serve as a
reserve fund for use when share prices dropped
dramatically. In the illustration, the investor would

value of their investment by a fixed amount each

month. To compute the required investment for

VALUE AVERAGING
Month

Share
Price

Cumulative
Shares
Value

Jan.

$16.40

6.10

Feb.

15.60

Mar.

16.20

Apr.

May
Jun.

Jul.
Aug.
Sep.
Oct.
Nov.

No. of
Shares

DOLLAR COST AVERAGING

Investment

Investment

No. of
Shares

Cumulative
Shares
Value

$100

6.10

$100

$100

6.10

6.10

12.82

200

6.72

105

100

6.41

12.51

195

18.52

300

5.70

92

100

6.17

18.68

303

14.90

26.85

400

8.33

124

100

6.71

25.39

378

13.50

37.04

500

10.19

138

100

7.41

32.80

443

11.50

52.17

600

15.13

174

100

8.70

41.50

477

10.70

65.42

700

13.25

142

100

9.35

50.85

544

14.00

57.14

800

-8.28

-116

100

7.15

58.00

812

18.20

49.45

900

-7.69

-140

100

5.49

63.49

1,156

16.90

59.17

1,000

9.72

164

100

5.92

69.41

1,173

16.50

66.67

1,100

7.50

124

100

6.06

75.47

1,245

Dec.

17.80

67.42

1,200

.75

13

100

5.62

81.09

1,443

Jan.

17.00
$920

$1,200

Average

$100

$15.32

Final Value at $17.00 a Share

$1,146

$1,379

Total Cash Invested

$920

$1,200

Average Share Cost

$13.65

$14.80

24.6%

14.9%

Average Annual Rate of Return

Continued on following page
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have $280 ($l,200-$920) in the money market ac
count, which would be available to respond to a
market decline.
Value averaging requires more involvement
with an investment because computations are re
quired each period to determine the number of
shares to buy or sell. A computer spreadsheet pro
gram can be designed to facilitate the monthly

computation.
Sales charges and taxes have to be considered
to determine if transaction costs on sales would
eliminate the benefit of value averaging. If transac
tion costs are excessive, an investor could carry
the increased value over to the next month instead
of selling shares and then adjust the next invest
ment to meet the new target. Additionally, an inves

tor can round off investments to avoid odd lots and

awkward computations.
When an investor’s asset allocation changes,

the targeted year-end value is computed and the
targeted monthly change amount—positive or

negative—can be revised.
No technique is right for everyone, but this con
cept is useful for some investors who are willing to
increase their involvement and yield without the
need to outguess the market. Investors use time
rather than timing to achieve their goals.

merous banks and thrifts across the nation, whose
yields are often higher than those of their local

banks, without giving up federal insurance protec
tion. This may allow individuals with more than
$100,000 the opportunity to invest in CDs and ob
tain federal insurance protection without the incon
venience of traveling to different institutions.

CDs generally offer a higher yield than U.S.

Treasury issues of comparable maturity. With in
creased fluctuation and volatility in interest rates,

the advantage of CDs is that they can lock in inter
est rates for almost any period your client wants.
Interest is typically paid at maturity on CDs of one

year or less and semi-annually on CDs of longer
duration.
Many investors prefer to lock in yields for a
year or less because of the flat or recently inverted
yield curve (higher yields for short-term as op
posed to long-term investments). However, some

clients who need predictable cash flow over an ex
tended period of time may want to invest in longerterm CDs, typically two to five years. This removes
the risk of reinvesting principal at what could be

lower rates in the future.

Liquidity
Early withdrawal from a depository institution

that issued a CD, if allowed, would usually be sub
ject to the institution’s substantial interest penalty
and some delay. However, if your clients buy a CD

Benefits of Buying CDs Through
Investment Firm

through an investment firm, they may be able to

an

take advantage of another option for liquidating

By Alan Spierer, Account Executive, Smith Barney, Harris Upham &
Co., Inc. Corporate Headquarters, New York, New York
Federally insured CDs offer clients safety,
yield, and the opportunity for liquidity. Many major

investment firms make available a wide selection
of CD maturities so that the right CD or combina
tion of CDs can be found to meet clients’ particular

CDs—the secondary market.
Sales in the secondary market reflect current

market rates; so, depending on market conditions,
a client may not suffer a loss for an early liquidation.
Your client may also be able to purchase CDs in the
secondary market. No transaction fees are
charged for either buying or selling CDs in the sec
ondary market. In every transaction, however, the

financial goals.

broker retains a customary dealer spread and re

Safety

serves the right to discontinue making a secondary
market at any time. Therefore, your clients should

CDs purchased through major investment

not rely on the possible existence of a secondary

firms, such as Smith Barney, are issued by banks

market for any benefits, including achieving trad

and thrift institutions that are members of the

ing profits, limiting trading or other losses, realizing

FDIC or FSLIC and are covered by the same insur

income prior to maturity, or avoiding early with

ance protection as CDs purchased directly from
federally-insured depository institutions. Accrued

drawal penalties.

but unpaid interest and principal are fully insured
for up to $100,000 for each depositor at each

depository institution.
Investors can choose from CDs issued by nu

Convenience
All interest and principal payments on CDs are
automatically credited to clients’ accounts. Prin
cipal payments are easily reinvested by instructing

AICPA
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the account executive to roll over the money into
more CDs or other investments.

the CPE Division to develop advanced courses in PFP.

■ Financial Planner Legislation—The State Legislation

Many investment firms also assure the safe
keeping of CDs by holding them in clients’

Department will continue to work with state societies
to monitor PFP legislation and oppose unfavorable
legislation.

accounts. Today, book-entry recordkeeping is
replacing physical delivery, so there is no certifi

■ The Planner—The bimonthly newsletter will provide

cate to deal with. Confirmations and monthly

coverage of professional and technical issues.

statements are all that clients will need.

Division Projects
The PFP Executive Committee and its sub

committees, task forces, and subgroups are work
ing on projects to help CPAs deliver more effective
and efficient PFP services. The following practice
aids and activities are planned for the membership
year that begins August 1:

New Laws in Maryland,
Washington, and North Dakota
Affect Financial Planners
Three states—Maryland, North Dakota, and
Washington—recently passed amendments to

their state securities laws to expand the definition
of investment adviser to includefinancial planners.

The new Maryland law (Session law Chapter

■ PFP Manual Updates—A new investment planning
module will provide in-depth explanations of invest

ment planning procedures. It includes a goals-funding
process that uses CPAs’ analytical skills to meet
clients’ investment planning needs. Each technical
module in unit 3 will be revised to include a segmented

plan, complete with engagement workpapers.

■ Software—Two PFP software programs are in develop
ment. One will be an integrated program that auto

mates selected workpapers from the PFP Manual. It
will be offered to members at an introductory rate in the

fall and demonstrated at the January PFP Technical
Conference in West Palm Beach, Florida. A PFP library

805, 1989) has an unusually broad definition of

financial planner (see the February/March 1989
issue). An exclusion is provided for financial plan

ners who are subject to state regulation relating to
financial counseling and advice. To qualify for that
exclusion, regulated planners must not—

(1) Engage in the business of providing advice
about securities.
(2) Accept commissions.

(3) Hold funds or securities of clients.
Registration under the new law becomes effec
tive July 1, 1990.
The revised definition in the Washington law in

for the AICPA APG software will permit CPAs to develop

PFP engagement programs tailored to meet the needs
of specific clients.

■ Relevant Professional Literature—Members will receive
a practice aid describing professional literature that is

relevant to PFP services. It will be organized in the

order of the steps in the PFP process.
■ PFP Technical Conference—The Division’s annual tech
nical conference will be held January 8 and 9,1990, in
West Palm Beach, Florida. The conference program

will be described in the August/September issue of The
Planner. The following separate events will be held in

conjunction with the conference:

—Forum for Educators to discuss how PFP fits into

an accounting curriculum
—Network meeting for holders of the APFS
designation
—Annual State Society Roundtable for PFP com
mitteechairpersons

■ Media Placements—Look for articles about CPAs’ fi
nancial planning services in a variety of publications.

■ Advanced PFP Courses—The Division is working with

cludes financial planners and persons who hold

themselves out as financial planners, as well as
those who provide or hold out as providing invest

ment advisory services. The bill retains the exclu
sion for accountants whose performance of in
vestment advisory services is solely incidental to
their practice of accounting. It is unclear how the
new definition of investment adviser will affect the

application of the exclusion. The new law (Chapter

391, laws of 1989) is effective July 23, 1989.
The expanded definition of investment adviser
in the North Dakota law (SB-2246) is not as broad

as the definitions in the Maryland and Washington
laws. It will, however, make it more difficult for

CPAs calling themselves financial planners to be
excluded from investment adviser regulation. The
bill is effective July 1, 1989.

Other States
Legislative activity in other states is sum
marized below.
Continued on following page
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Alabama—A bill (HB-1036) was introduced
amending the state securities law to expand the
definition of investment adviser to include financial

determine whether regulation is needed. The reso
lution directs the study committee to consider the
NASAA model act during its review. The bill was

planners. The bill incorporates the NASAA model
amendments. Although the House Judiciary Com

referred to the Executive Board for its approval.
New Hampshire—A bill (SB-30) establishing a sixmember legislative committee to study the finan

mittee reported favorably on the bill, it died when

cial services industry passed the House and Sen

the legislature adjourned for the year.
Colorado—The Securities Commissioner’s Advi

sory Committee has formed a subcommittee of

ate. The committee may study financial planners if
it decides that a problem exists.
New York—A bill (SB-3812) requiring the licensing

financial planners that is filing a sunrise application
sponsored by an industry group. In January 1990, a

and registering of financial planners was intro
duced into the Senate. This bill is similar to

legislative committee will review the application to

AB-3445 discussed in the April/May 1989 issue of

determine whether there is a need to regulate in

the The Planner.

vestment advisers and financial planners.
Hawaii—A resolution (SCR-236) was introduced
into the Senate requesting the legislative auditor to
study current laws relating to financial planning

and report recommendations to the legislature be
fore the 1990 legislative session. The resolution
passed the Senate and was referred to the House

Consumer Protection Committee.
Public Law 89-93 requires that investment

State Societies’ Role
State societies monitor PFP legislation in their
states. Their efforts have been effective in pre
venting enactment of many bills that would have
been detrimental to CPAs. Contact your state soci

ety if you are aware of possible unfavorable legisla
tion in your state or if you would like to help in the
efforts to oppose it. For additional information, call

advisers file surety bonds, as well as certificates of

Joe Petito in the AICPA’s State Legislation Depart

insurance for errors and omissions coverage. The

ment at 202-737-6600.

law is effective July 1, 1989.
Illinois—A bill (HB-2752) was introduced to amend
the state securities law to expand the definition of

investment adviser to include financial planners.
Missouri—The Judiciary Committee voted favor
ably on HB-775. The bill would amend the state
securities law to broaden the definition of invest

ment adviser to include financial planners (see the

April/May 1989 issue).
Nebraska—A resolution (LRN-190) was intro
duced requesting a study of financial planners to

AICPA___________
American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775

PFP Manual Update
The Division mailed members an update
to the Personal Financial Planning Manual in
June. It includes an update brochure describ

ing the contents of the update, which can be
routed to all PFP staff to inform them of new

resources included in the Manual.

